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LEASE WITH OPTION TO PURCHASE

This Lease With Option to Purchase (“Lease”), dated February 16, 2011 as of and entered
info between PNC Equipment Finance, LLC authorized to do business in Michigan (“Lessor), and
the Michigan Department of Technology, Management and Budget, an agency of the State of
Michigan (“Lessee”).

1. Lease. Lessee agrees to lease from Lessor certain “Equipment” as described in
the Equipment Schedule (Exhibit A), which, together, with a “Lease Payment Scheduie” (Exhibit
A-1) constifutes a “Schedule,” subject to the terms and conditions of and for the purposes set
forth in this Lease,

2. Term, This Lease will consist of an “Initial Term” and subsequent “Renewal
Terms.” The “Commencement Date” for this Lease is the date on which the Equipment is
accepted by Lessee in the manner described in Section 12. The “Initial Term” is the period from
the Commencement Date, unfil the end of the first fiscal period for which funds have been
appropriated to make lease payments under this Lease. A “Renewal Term® is a subsequent
period for which funds have been appropriated to make lease payments under this Lease. The
[ ease Term” for this Lease is the Initial Term and all Renewal Terms from the Commencement
Date until this Lease is terminated,

3 Representations and Covenants of Lessee. Lessee represents, covenanis and
warrants for the benefit of Lessor on the date hereof and as of the Commencement Date of this
Iease as follows: () Lessee Michigan Department of Technology, Management and Budget is an
agency of the State of Michigan, which is a depariment of state government duly organized and
existing under the constitution and laws of the State of Michigan, with full power and authority
under the constitution and laws of the statc where the Lessee is located to enter into this Lease
and to perform all of its obligations; (b) Lessee has complied with such public bidding
requirements as may be applicable to this Lease and the acquisition by Lessee of the Equipment
as provided in this Lease; (¢) during the Lease Term, the Equipment will be used by Lessee
solely and exclusively for the purpose of performing essential governmental functions of Lessce
consistent with the permissible scope of Lessee's authority; (d) the equipment is and will remain
personal property. :

4, Representations and Covenants of Lessor., Lessor represents, covenants and
warrants for the benefit of Lessee on the date hereof and as of the Commencerment Date of this
Tease as follows: (a) Lessor, at the request of the Lessee, will pay for the Equipment from and;
(b) Pursuant to Section 22, Lessor will convey clear title for the Equipment fo Lessee if and when
Lessee exercises the purchase option.

5, Tax Covenant. Itis the intention of Lessee and Lessor that the interest portion of
the Lease Payments received by Lessor be and remain free from federal income taxation, Lessece
covenants that it will not intentionally perform any act or enter into any agreement or use or
permit the use of the Equipment ot any portion thereof in a manner that shall have the effect of
ferminating the exemption from federal income taxation of the interest portion of the Lease
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6. IRS Reporiing. At Lessor’s request, the parties shall cooperate to ensure
compliance with IRS reporting requirements, Lessor shall prepare for the State’s signature an
IRS Form 8038G, or take such other action requested by other State agencies, including, but not
limited to, the Stafe Treasurer’s Office. Lessor shall provide the State Purchasing Ditector of the
Depattment of Management and Budget with a copy and filing date of any IRS Form 8038G filed
with the IRS. However, the parties acknowledge that Lessor has the exclusive responsibility to
file IRS Form 8038G and has exclusive liability for any penalties, costs, damages, or other
consequences resulting from a failure to file,

1. Lease of Equipment, Upon the execution of this Lease, Lessor leases to Lessee,
and Lessec leases from Lessor, the BEquipment in accordance with the texms hereof, The Lease
Term for this Lease may be continued, solely at the option of Lessee, at the end of the Initial
Term or any Renewal Term, for the next succeeding Renewal Term up to the maximum Lease
Term set forth in this Lease, At the end of the Initial Term and at the end of each Renewal Term,
the T.ease Term shall be automatically extended upon the successive appropriation by the
Michigan State Legislature of amounts sufficient to pay F.ease Paymenis and other amounts
payable under this Lease during the next succceding Fiscal Period, until all Lease Payments
payable under this Lease have been paid in full, unless Lessee shall have terminated such Lease
pusuant to Section 8 or Section 22. The Director of the Department of Technology,
Management and Budget currently intends to use hisfher best efforts in making recommendations
to the State Budget Office for the necessary approptiations for this lease for inclusion in the
Governot's Executive Budget in future fiscal years, The terms and conditions during any
Renewal Term shall be the same as the terms and conditions during the Initial Term, except that
the Leasc Payments shall be as provided in the applicable Lease Payment Schedule.

8. Nonappropriation, Lessee is obligated only to pay such Lease Payments under
this Lease as may be appropriated for the Lease of the Equipment, Should the State Legislature
fail o appropriate funds to pay Lease Payments, or should an appropriation be adopted which
specifically prohibits the use of funds for this Lease, Lessce agrees to deliver notice to Lessor of
such nonappropriation within thitty (30) business days of a final legislative action terminating
funding for this Lease. Failure to give Lessor such notice shall not create any obligation on the
patt of the Lessee to make Lease payments beyond the period for which funds have been
appropriated. If this Lease is terminated in accordance with this Section, Lessee agrees to
peaceably deliver the Equipment to Lessor at the location(s) specified by Lessor or fo allow
Lessor to peaceably obtain possession of the Equipment. The parties have agreed and defermined
that the principal amount to be paid to Lessor under this Lease is nof in excess of the total fair
market value of the Equipment, In making such determination, consideration has been given to
the costs of the Equipment, the uses and purposes served by the Equipment and the benefit that
will acctue to the parties by reason of this Lease and to the general public by reason of Lessee’s
use of the Equipment, Lessor understands that as of the date of execution of this Lease, Lessee
has an appropriation for the Equipment for the current fiscal year, as defined in 1984 PA 431,
MCL 18.1491.

9. Lease Payments, Lessee shall promptly pay “Lease Payments” as described in
Exhibit A-1 to this Lease, exclusively from funds appropriated for lease of the Equipment,
Pursuant to 1984 PA 279, MCL 17.51-17.57, Lessee shall pay Lessor a charge on any Lease
Payment, which remains unpaid on the date such Lease Payment is due. Lease Payments consist
of principal and interest portions. Lessor and Lessee understand and intend that ihe obligation of
Lessee fo pay Lease Payments under this Lease shall constitute a current expense of the State of
Michigan and shall not in any way be construed to be a debt or general obligation of the State of
Michigan in contravention of any applicable constitutional or statutory limitation or requirement
concerning the creation of indebiedness by Lessee, including, but not limited fo, Const 1963, art
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9, §812, 17, nor shall anything contained herein or in a Lease constitute a pledge of the general
fax revenues, credit, funds or monies of the State,

10. LEASE PAYMENTS TO BE UNCONDITIONAL. EXCEPT AS PROVIDED
IN SECTION 8, AND SUBJECT TO LESSEE'S ACCEPTANCE OF THE EQUIPMENT AS
PROVIDED IN SECTION 12, THE OBLIGATIONS OF LESSEE TO MAKE LEASE
PAYMENTS AND TO PERFORM AND OBSERVE THE OTHER COVENANTS AND
AGREEMENTS CONTAINED IN THIS LEASE SHALL BE ABSOLUTE AND
UNCONDITIONAL IN ALL EVENTS WITHOUT ABATEMENT, DIMINUTION,
DEDUCTION, SET-OFF OR DEFRENSE, FOR ANY REASON, INCLUDING, WITHOUT
LIMITATION, ANY DEFECTS, MALFUNCTIONS, BREAKDOWNS OR INFIRMITIES IN
THE EQUIPMENT OR ANY ACCIDENT, CONDEMNATION OR UNFORESEEN
CIRCUMSTANCES. .

11,  Delivery and Installation. Lessee shall order the Equipment, cause the
Bquipment to be delivered and installed at the location agteed upon by the parties and pay any
and all delivery and installation costs in connection therewith, ‘

12. Performance and Reliability Evaluation; Acceptance, The pattics agree and
acknowledge that the obligations under this Lease are conditioned, in part, upon the successful
completion of a Performance and Reliability Evaluation (PARE), described in Contract No,
07180200357 between Johnson Controls e, (“Vendor™) and the State of Michigan. Upon
suceessful completion of the PARE, Lessee shall confirm fo Lessor its written acceptance of the
Equipment by executing a “Certificate of Acceptance.” A blank, unexecuted copy of a Certificate
of Acceptance is attached hereto as Exhibit B, The PARE shall commence when the Equipment
has been delivered and installed as provided in Section 11.

13.  Marking; Ingpection. Lessor shall have the right fo mark or affix a
nonpermanent label on the Equipment for purposes of identifying it at a later date. Lessor or iis
agents shall have the right, from time to time, with prior written notice, during reasonable
business hours, and subject fo the needs of Lessee, to enter into and upon the property of Lessee
for the purpose of inspecting the existence, condition and proper maintenance of the Equipment,

14,  Use; Maintenance, Lessee will not install, use, operate or maintain the
Equipment improperly, catelessly, in violation of any applicable law or in a manner contrary to
that contemplated by this Lease. Lessec agrees that it will, at Lessee's own cost and expense,
maintain, preserve and keep the Equipment in good repair and working order.

15.  Title to the Equipment. During the Term of this Lease, title to the Equipment
shall remain in Lessor. Title to the Equipment shalf be conveyed to Lessee upon the occurrence
of one of the following: (a) the excrcise by Lessee of the purchase option under Section 22; or
(b) the payment by Lessee of alf sums requited to be paid under this Lease as specified in the
Lease Payment Schedule. Upon Lessee’s exetcise of the purchase option or Lessee’s payment of
all sums due under the Lease Payment Schedule, Lessor shall transfer free and clear title fo
Lessee.

16.  Financing Statements, At Lessot’s request, Lessee shall join Lessor in executing
any necessary or appropriate Financing Statements indicating its obligation under this Lease.

17.  Taxes, Other Governmental Charges and Utility Charges. The patties to this
Lease contemplate that the Equipment will be used for governmental purposes of Lessee and that
the Equipment will therefore be exempt from all property taxes. if the use, possession or
acquisition of any Equipment is nevertheless determined to be subject to taxation, Lessee shall
pay when due all taxes and governmental charges lawfully assessed or levied against or with
respect to such Equipment. Lessee shall pay all utility and other charges incurred in the use and
maintenance of the Equipment. Lessee shall pay such taxes or charges as the same may become

due.




18.  Imsurance, lessee is self-insured for all risk, physical damage, and public
liability and will provide proof of such self-insurance in letterform together with a copy of the
statute authorizing this form of insurance,

19, Risl of Loss or Damage, Lessce shall assume all risk of loss, theft, damage to,
or destruction of the Equipment for any cause (“Loss or Damage”) upon acceptance, as described
in Section 11, Tn the event of Loss or Damage to the Equipment, Lessee shall promptly report
the same to Lessor and concerned governmental agencies. Lessee shall not be relieved of ifs
obligation to pay Lease Payments or to perform any other obligations under this Lease by reason
of any Loss or Damage. In the event of any Loss or Damage, Lessce shall either: () promptly
replace lost Equipment or promptly repair damaged Equipment and place it in good repair and
working condition and continue to make all Lease Payments; or (b) within sixty (60) business
days of notifying Lessor that the Equipment will not be repaited, pay Lessor the outstanding
principal balance and any unpaid accrued interest as of the payoff date, as described in the Lease
Payment Schedule. - Lessee shall have the right to refain any residual insurance benefit, which
remains after payment to Lessor of the outstanding principal balance and unpaid acorued inferest.

20. DISCLAIMER OF WARRANTIES, LESSOR MAKES NO WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN,
CONDITION, MERCHANTARBILITY OR FITNESS FOR PARTICULAR PURPOSE OR
FITNESS FOR USE OF THE EQUIPMENT, OR WARRANTY WITH RESPECT THERETO
WHETHER EXPRESS OR IMPLIED, AND LESSEE ACCEPTS SUCH EQUIPMENT AS IS.
IN NO EVENT SHALI, LESSOR BE LIABLE FOR ANY INCIDENTAL, INDIRECT,
SPECIAL OR CONSEQUENTIAL DAMAGE IN CONNECTION WITH OR ARISING OUT
OF THIS LEASE OR THE EXISTENCE, FURNISHING, FUNCTIONING OR LESSEE'S USE
OF ANY ITEM, PRODUCT OR SERVICE PROVIDED FOR IN THIS LEASE,

21, Vendor's Warranties. Upon execution of this Lease, Lessor iirevocably
appoints Lessee as its agent and attorney-in-fact during this Lease, so long as Lessee shall not be
in default under this Lease, to assert from time to time whatever claims and rights, including, but
not limited to, warranties, relating to the Equipment that Lessor may have against Vendors. The
term “Vendors” means any supplier or manufacturer of the Equipment, as well as agents or
representatives of those suppliers or manufacturets, Lessee’s sole remedy for the breach of such
wartanty, indemnification or representation shall be against Vendors of the Equipment, and not
against Lessor, Any such matier shall not have any effect whatsoever on the rights and
obligations of Lessor with respect to this Lease, including the right to receive full and fimely
payments under this Lease. Lessee acknowledges that Lessor makes, and has made, no
representations regarding the existence or availability of warranties made by Vendors.

22,  Purchase Option. Lessee reserves the unilateral right to exercise a purchase
option for the Equipment. Lessee may exercise this right by paying to Lessor a “Concluding
Payment”, based on the payment terms specified in the Lease Payment Schedule, The
Concluding Payment for a given date shall be defined as the sum of the outstanding principal
balance as of that date, plus any unpaid accrued interest as of that date, plus any prepayment
premium, plus one dollar ($1.00). Upon receiving payment of the Concluding Payment, Lessor
shall transfer any and all of its rights, title, and interest to the Equipment and covenant fo Lessee
that the Equipment is fice of any liens or encumbrances.

23, Assignment. Lessor's right, title and interest in and to this Lease, including Lease
Payments and any ofher amounts payable by Lessee thereunder and all proceeds therefrom, may
only be assigned and reassigned to one or more assignees or subassignees by Lessor with the
written consent of Lessee, which shall not be unteasonably withheld. Assighments may include
without limitation assignment of all of Lessor's security interest in and to the Equipment listed in
this Lease and all rights in, to and under the Lease related to such Equipment. Notwithstanding
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the above, Lessee hereby agrees that Lessor may, without the consent of Lessee, but with notice
to Lessee, sell, dispose of, or assign this Lease through a pool, trust, limited parinership, or other
similar entity, whereby one or more interests are created in this Lease, or in the Equipment listed
in or the Lease Payments under a Lease. In accordance with Section 149(a) of the Internal
Revenue Code of 1986, as amended, Lessor shall keep a record of all such assignments and
provide written notice to Lessee, Lessor agrees fo continue servicing the Lease or arrange for a
servicer with equal standards of high qualify. Lessor also agrees remittance will remain with a
single servicet.

None of Lessee's right, itle and intesest in, to and under any Lease or any pottion of the
Equipment listed in each Lease may be assigned, subleased, or encombered by Lessee for any
reason without obtaining prior written consent of Lessor.

24,  Lessee Default, Any of the following events shall constitufe an “Event of
Default” under this Lease: (a) failure by Lessee to pay any Lease Payment due under the Lease
Payment Schedule or other payment requited to be paid under this Lease at the time specified
therein; (b) failure by Lessee to obsetve and perform any covenant, condition or agreement on its
part fo be observed or performed, other than as refetred to in subparagraph (a) above, for a period
of thirty (30) business days after written notice specifying such failure and requesting that it be
remedied is given to Lessee by Lessor; or (¢) any representation or warranty made by Lessce inor
pursuant to this Lease proves to be false in any material respect when made and such breach of
representation and watranty is not cured within ten (10) business days of Lessee’s receipt of
written notice of such breach,

25, Lessor Default, Any of the following events shall constitute an “Event of
Default” under this Lease: (a) failure by Lessor to, at the request of the Lessee, promptly forward
payment to the Vendor for the Equipment after receipt of fully executed documents including a
Certificate of Acceptance, pursuant to Section 12; (b) failure by Lessor to observe and perform
any covenant, condition or agresment on its pait to be observed or performed, other than as
referred to in subpatagraph () above, for a period of thirty (30) business days after written notice
specifying such failure and requesting that it be remedied is given to Lessor by Lessee; (c) failure
to convey clear title; or (d) any representation or wairanty made by Lessor in or pursuant to this
Lease proves to be false in any material respect when made and such breach of representation
and watranty is not cured within ten (10) business days of Lessor’s receipt of written notice of
such breach.

26,  Lessor’s Remedies on Default by Lessee, Whenever Lessee defaults, and the
default is not cured within the period specified in Section 24, Lessor shall have the right, at its
sole option without any further demand, to take one of the following remedial stops: (a) by
written notice o Lessee, declare all Lease Payments payable to the end of the period for which an
appropriation has been made, to be immediately due and payable; (b) take whatever action at law
ot in equity may appear necessary or desitable to enforce its rights under this Lease or as a
secured party in any or all of the Equipment including peaceably obtaining possession of the
Equipment

27.  Lessee’s Remedies on Default by Lessor, Whenever Lessor defaults and the
default is not cured within the period specified in Section 25, Lessee shall have the right, at its
sole option without any further demand, to take one of the following remedial steps: (a) procure
comparable equipment from other sources; (b) take whatever action at law or in equity may
appear necessaty or desirable to enforce ifs rights under this Lease.

28,  No Remedy Exclusive. No remedy herein conferred upon or reserved fo Lessor
or Lessce is intended to be exclusive and every such remedy shall be cumulative and shall be in
addition to every other remedy given under this Lease now or hercafter existing at law or in
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29,  Notices. All notices or other communications under this Lease shall be
sufficiently given and shall be deemed given when delivered or mailed by registered mail,
postage prepaid, to the parties hereto at the addresses listed below (or at such other address as
either party hereto shall designate in writing fo the other for nofices to such party), or to any
assignee at its address as it appears on the registration books maintained by Lessce.

30. Indemnification. Lessor does hereby agree to indemuify, defend, and hold
Lessee harmless from and against any and all claims, losses, costs, attorneys® fees, and expenses
arising out of or related to the breach of Lessor's representations under this Lease.

31,  Miscellaneous Provisions. This Lease constitutes the complete and exclusive
agreement and understanding of the partics as it relates to this transaction. This Lease supersedes
all proposals, or other prior agreements, and all other communications, oral or written, between
the partics relating to this Lease and the Equipment described herein. This Lease shall inure to
the benefit of and shall be binding upon Lessor and Lessee and their respective successors and
assigns. References herein to “Lessor” shall be deemed to include each of its assignees and
subsequent assignees from and after the effective date of gach assignment as permitied by
Section 23. In the event any provision of this Lease shalf be held invalid or unenforceable by any
court of competent jurisdiction, such holding shall not invalidate or render unenforceable any
other provision thereof. This Lease may be amended by mutual written consent of Lessor and
Lessce. This Lease may be simultaneously exeonfed in several counterparts, each of which shall
be an otiginal and all of which shall constitute but one and the same instrument. The captions or
headings in this Lease are for convenience only and in no way define, limit or desctibe the scope

or intent of this Lease.
32,  Governing Law. This Lease shall be governed by and construed in accordance

with the laws of the State of Michigan.

33,  Statutory Obligations, This Lease may be cancelled by Lessee provided Lessor
is notified in writing at least thirty (30) business days prior to the effective date of cancellation
and any of the following occus: (a) Lessor or any subcontractor, manufacturer, or supplier of
Lessor appears in the register compiled by the Michigan Department of Labor pursuant to 1980
PA 278, as amended, MCL 423.321 et seq. (Employers Engaging in Unfair Labor Practices Act);
(b) Lessor or any subconiractor, manufacturer, or supplier of Lessor is found liable for
discrimination, pursuant to 1976 PA 453, as amended, MCL 372101 of seq (BlHott-Larsen Civil
Rights Act) or 1976 PA 220, as amended, MCL 37.1101 et seq (Persons With Disabilities Civil
Rights Act). o ' . '

34,  Nondiserimination, Lessor shall comply with the Elliott-Larsen Civil Rights
Act, 1976 PA 453, as amended, MCL 37.2101 et seq. and the Persons With Disabilities Civil
Rights Act, 1976 PA 220, as amended, MCL 37.1101 et seq. (Persons With Disabilities Civil
Rights Act), and all other federal, state and local fait employment practices and equal opportunity
laws, and covenants that it shall not discriminate against any employee or applicant for
employment, to be employed in the performance of this contraet, with respect to his or her hire,
tenure, terms, conditions, or privileges of employment, or any matter directly or indircctly related
to employment because of his or her race, religion, color, national origin, age, sex, height,
weight, marital status, or physical or mental disability that is unrelated to the individual’s ability
to perform the duties of a parficular job or position. Lessor agrees to include in every subcontract
entered into for the performance of this contract this covenant not to discriminate in employment,
A breach of this covenant is a matetial breach of this Lease.

35, Electronic Payment Requirement. Electronic transfer of funds is required for
payments on State Contracts. Contractors ate required to register with the State electronically at
http://www.cpexpress.state.ani.us, As stated in Public Act 431 of 1984, all contracts that the




State enters into for the purchase of goods and services shall provide that payment will be made
by electronic fund transfer (EFT).

36. The Lease contemplates that the parties will enter into an escrow agreement with
U.S. Bank National Association, as escrow agent "Escrow Agent®, in which Lessor will deposit
an amount equal to the anticipated aggregate acquisition cost of the Equipment ("Purchase
Price"), being $612,164.00 with Escrow Agent to be held in escrow and applied on the express
terms of the Escrow Agreement. The deposit, together with all interest ("Escrow Fund™) is to be
applied fo pay the Vendor ifs invoice cost (a portion of which may, if required, be paid prior to
final aceeptance of the Equipment by Lessee); and, if applicable, to reimburse Lessee for
progress payments already made by it to the Vendor of the Equipment.

Lessor and Lessee have caused this Lease to be executed in their names by their duly authorized
representatives as of the date first above written.

Lessor: PNC EQUIPMENT FINANCE, LLC
fap ; Vo > ‘
Name: %:)(ELM_(-;(/&. S, / K,('imcﬁ/fg DATE \\.} . /b - /[
(Signature)

$andra Thomas
VA b i divs - :"Lf'l._ ‘.. prisd

Name:

Title:

Fed. LD. 20~ Y 43

Lessee: MICHIGAN DEPARTMENT OF CORRECTIONS, AN AGENCY

OF 'I%ILS?‘E (SMICHIGAN
Name: . ’Q _._/Q.,-——.,____ DATE ;ZJL{A

(Signaturc)

Name: Z%{Zj{’ ref ZQ EU} Lt Kb
’ / (Print)

Title: ﬁ&m IS e fige szégw

Michigan Department of Corrections

Lessce: MICHIGAN DEPARTMENT OF TECHNOLOGY,
MANAGEMENT AND BUDGET AN AGENCY OF THE, STATE

OF MICHIGAN

Nmne:MﬁJj_ijﬂ/wﬂb DATE__Z, /r 5// / )
(Signature)

Name: MGL& !I\'C §Dah ’9/0
Y(Print)

mne Aok odsne  Oaeddo

Michigan Departiient of Technology, Management and Budget




Exhibit A

SCHEDULE oF PROPERTY NO. 1

RE: LEASE WITH OPTION TO PURCHASE AGREEMENT entered into as of

February 16, 2011, (“Lease™), between PNC Equipment Finance, LLC (“Lessor”) and State of Michigan,
Departnent of Techmology, Management and Budge and State of Michigan Department of Corrections
(“Lessee™). All terms used and not otherwise defined herein have the meaning ascribed to them in the Lease.

One hundred percent of the financing costs will be used to acquire assets that will be capitalized.

The following items of Equipment are hereby included under this Schedule to the Lease.

DESCRIPTION OF EGUIPMENT

Qty  Model Description

Energy Performance Contract Equipment as Described in Contract No. 071B0200357

Amonnt Financed $612,164.00
Total Cost $666,909.80

Lessee hereby ropresents warrants and covenants that its representations, watranties and covenants set forth in the Lease are
frue and correct as though made on the Commencement Date of Instaliiment Payiments under this Schedule, The terms and
provisions of the Lease are hereby incorporated into this Schedule by reference and made a part heveof.

Dated Date:
Lessee: State of Michigan, Department of Lessee: State of Michigan, Department of
Technology, Management and Budget Corrections
o 20N
By wfb{ﬁ/&/ _j‘f)@w/bb% By: e @ —_
Nane: pa-\&\ \P SOQV\ lDI ) Name: 5 avry Z/ LU? e b
(PRINT) ' (PRINT) _
Title: {&ém él/&[iaﬁﬁb_{z Ogl:a}ﬁ)ﬂ/ Title: /E?C@/m* ?L{Q‘S*/ﬁ‘ﬁfmé. Cjﬁf/‘:@b{
Date th ,I | Date; 01-/!'-}/“

Lessor: PNC EQUIPMENT FINANCE, LLC

D e
By: s ol can [ (Lc) T CA

Name:

Title:
Date - et




Conlrast No, 07180200367

Sootlon 4.4, Billlng lnformation Proggdiire
Payments due to ESCO under Section 4.4 shall be In accordance will Sohioctute N - Payment Seligdulo,

Sootion 4.6, Payment - Referfo Se 2 Involelng and ment —1n Genera

Saotlon 4.6, Effective D inant Of )

Notwithstanding the above provistons In Section 4, DTMB and Agenoy will not begin any payments to ESCO
under this Confract untlf all Equipment installation s compleled by ESCO In
v ) Ho allation; Aniroval and

aceordance with the provisions of Se -

Schedule H - Syatems Start-Up and Commisslonlng of Equlnmaeni;

Oporath igtors sialled Equipment, and accepted by Agency as evidenced by lhe slgned
Corliflcate of Asceplance as sef forlk In - ¢ oeplanca « Installed pnent,

and unlif the Equlpment Is fully and proparly finctienlng,

ARTIGLE 8. FISCAL FUMDING  Rofor to Sootion 2,454 TermInation for Non-Appropriatlon
ARTICLE 6. GONSTRUGTION SGHEDULE AND EQUIPMENT INSTALLATION] APPROVAL

Saeoflon 8.4,  Goysir ns luje;

Gonslruction and equipment installalion must procead in sccordancs with the consiruclion schedufe
approved by DTMB and Agency and allachad as Schodulo G- Gonstrustion ad Eauinmont

Szhedglo.

Al equipmentinstatialion work associated with this Conlraol, sitoh as consteuction conlracts for Instatfalion of
anergy saving equipment, rust comply witly alf applicable federal, stato and local Laws including lisalth and

safely reguiallons, snvironmantal protection, permits and Hsensing,

Seollon 6,2,  Syvsfems Startup and Equlpinent Gommlssioning

The BSCO must conducl a thorough and syslemalic performance lest of eaci eloment and totel system of
e Inslallad Equipment In accordence with the proceduros speciiled in Seliadulo H - 8ysloms Start-Up
and commiselohia of Equipment: Operating Poramelors of inatatied Equlpmgnt and prior to
accaplance of the projact by DTMB and Agency as speciiied In ExIBITIL{) - Gortificate of Acgeptance -
fnatalled Equlpmeont, Tesling niust be deslgned to detormine i the Equipment ta funclloning In accordance
witis 1soth its published speclifications and the Schadules to thle Conlradl, and fo delesmineg If modifled
bullding systems, subsystams or components are funclioning praparly wilhin he nevs Intagiated
environmant. The ESOO must provide nolice to DTMB and Agendy of the schedulad tosl{s) and DTMB and
Agenoy ancforlls :
designees hava the right to bo present o all ths Lesls conduoted by ESCO andfor manufaclurers of the
Equipment, Tho £ESCO s rasponsibla for correciing and/or adjusling all deficlanclas In sysloms and
Equipmont oporations thal inay be obssrvad during systeim sommlesioning procedures as spacifiad in

- Syotomsg Start-Un nmisslot { Eguipiment: Oporathiy Baramoetera of nstalled
Equipmont. The Gonlraaor Is responsible for corrooting andfor adjusting all deficlencles in Equipmeni
operation thal may e abserved durng systen testing pracedures, Prior fo OTMB and Agonay acceplance
ESCO must alse provide DTMB and Agency with reasonably sallsfactory documentary evidence lhat {ha

Equipraent instalied s tho Equipment speclfled In Schodulo A Eauipmont 1o be Instatiod by BSGO,

+ Page §




Confract No. 071806200307

SCHEDULE G, GCONSTRUCTION AND INSTALLATION SCHEDULE

1D Tagk Name Duralion _Slart Finlsh

1 Stato of Michlgnn DOC Golton 93 days Fel 40110 Tue 2/8/41
2 Contract 93 days Fri40MH0  Tue 2/8/11
3 Confract Slghed 4 day Frb 10/HO  Frl 30440
4 Lighting 78 days Mon 1014110 Wed /26111
6 {vaterlale 18 days Mon 101110 Fri 10126710
8 installalion 73 days Mon 10M18/10 Waed 1/26/11
7 Wator Retrofiis 78 days Mon 104140 Wed 1/19M1
8 Malerials 15 days Mon 10/410  Frt 10/2210
] Installation 63 days don 40/28/10 Wod 1/10/11
10 Building Envelope 30 days Won 10/41/10 Bl 141910
11 Malerlals 10 days Mon 10/11410 Fil 10/22110
12 helaliatlon 20 days Mon $0/26H10 Frl 14/19H0
13 Boiler Efftcienoy (Greffen) 21 days Bri 10/8110  Fri 11/6110
14 Materlals 16 <ays Fo 10810 Fri 1072010
i6 Ins{allation 5 days Mo 1474710 Pri 117610
16 Gommisslon 12 days Mon 1/24M4 Tue 2811
17 Verlly 10 days Mon 1/24M14 Pl 214111

18 Tumover 2 days Mon 27741~ Tue 266111
Deadline

P&gs 1

Projach Collon Schaduila
Date; Wad 8/18/10

Note-Ihis project schedula s Hisled on page 41 of the Proposat.

SCHEDULE H. SYSTEMS START-UP AND COMMISSIONING OF EQUIPMENT; OPERATING
PARAMETERS OF INSTALLED EQUIPMENT

Equipment starl up procedures wili be addressed pror 10 1hie Corlilcate of Substantial compietion and will be
condueted by fhe Johnson Conlrols Team and will include subconlraclors, Agency personnel will be inviled
to the stanl up precadures and il be asked lo altend I conjunction with ihe frafning listed In Seolion M of

{his document.
During he Initlal Measuremant and Verifieation of the savings for this projact, the Johnsoh Conlrols

personnal wiit invile Agency represanlativas to parllcipale In the posl Installation measurements of the
Energy Conssivallon Measures for this project as part of the commlsstoning procoss.

Glient and confractor atlsndance will be dosumented by a slgn-in sheel,

SGHEDULE |, STANDARDS OF COMFORT

Tha expected outeom of the project wilt bo erthanced comfor due to bellar lighting levels and bullding

savelops improvements a1 Building 100 to minlinize alt lonkage, Current contllifons wil
be malatalad. [L1s understood that Whis energy savings project I not Impaofing the lomporalure contiol of
hot water and has no Impact on {he air bandling systems or the opefaling schadule of fumaces o alr

handllng squipniont,

~Page 24
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Johnson Controis inc. 1171810
G, Robert Cofton Correctional Faslity

Watet Retrofits
|Besarlption Manufaclurer Qly. Model Total Cost
Floot hiounl Toilet Kohler 66 4350 529,074
|Ficor Kounl Rear Discharge Tokel Kohler 127 4306 98,258
Tollel Geat Olsonile 193 10CCI8S B,759
Toilet Valve Sloan X1 111 Regal 62,027
[CON Tollet and Lay Valve 8 Conliols FOOM 213 VLV-LAV-IB 120006 3724514
Lavatory 0.6 GPLY aeraler Niagara 316 N2180 8,083
Uinal Yalve Stoan 64 8180 17,265
L6 GPM Dishsprayer lagara 4 N216D 512
Showerhead Rebulld kit Synmimons 82 generdt 8,739
Flange Repalr general ] genesat §,995
Total §612,164

1




STATE OF MICHIGAN
DEPARTMBNT OR ATTORNEY GENERAL

P.O. Box 30754
Lansmng, MicHIGAN 48909

BILL SCHUETTE
ATTORNEY GENERAL

February 11,2011

Natalie Spaniolo, Acting Director

Purchasing Operations :

Business Services Administration

Department of Technology, Management, and Budget
2" Floor — Stevens T, Mason Building

P.O. Box 30026

Lansing, MI 48909

Dear Ms, Spaniolo:

Re:  Opinion of Counsel: Lease with Option to Purchase dated February 16, 2011
between PNCEF, LLC dba PNC Equipment Finance, as Lessor, and State of
Michigan, Depariment of Technology, Management and Budget, as Lessee,
Energy Conservation Measures Equipment Contract No. 07180200357 with
Johnson Controls, Inc. A _
Agency: Department of Corrections for the Cotton Correctional Facility

In my capacity as an Assistant Attorney General, I have examined the referenced Leaso
with Option To Purchase (Lease), dated February 16, 2011, Lease Addendum, Escrow
Agreement, and Exhibits between PNCEF, LLC dba PNC Equipment Finance (Lessor) and the
State of Michigan, Department of Technology, Management and Budget (Lessee), including a
completed copy of the Lease’s Equipment Schedule, between Lessor and Lessee (Bquipment
Schedule), This opinion is based on, and limited to the review of, the documents described
. above for this lease transaction and assumes that the Lease and ifs exhibits will be propetly

executed by the Parties.
Based on the above, I am of the following opinion:
(1)  Lessee is one of the principal state departments of the State of Michigan,

(2)  Lessee has the requisite power and authority fo: lease; acquire the Equipment with
an option o purchase; execute and deliver the Lease, and perform its obligations

under the Lease.




Natalie Spaniolo
Page 2 ‘
February 11, 2011

(3)  The Lease has been duly authorized, executed, and delivered by and on behalf of
Lessee; the Lease is a valid and binding obligation of Lessee; and enforceable in
accordance with its terms.

(4)  To the best of my knowledge, the authorization, execution, and delivery of the
Lease and all other proceedings of Lessee relating to the Lease transaction have
been performed in accordance with open meetings, public bidding and all other
applicable state or federal laws. ' '

(5)  The person signing the Lease for the State of Michigan is a duly authorized
representative of Lessce pursuant to 1984 PA 431,

Sincerely,

Tris M, Lopez
Assistant Attorney General

State Operations Division
Tel; (517) 373-1162

IML/dab

Ene. / '

¢! Brenda Sprunger, DTMB

2011-000342 1 -A/PNC Bquipment Einanco Lease w/option to purchase/2-11-11 AG Opliion It




Payment Schedule — Exhibit A-1

Payment Schiedule
Lease With Option To Purchase Agraement dafed as of Febuary 16, 2011
Termination
Dale Payment Interest Principat Balance Vahte

Loan 21G/20H1

612,164.00

1 5fier20lt 33,345.49

508090 28,264.53 58380947  595577.46

1116/2012 33,346.40

364385 2970163 409317.08  417,503.43

216/2013 33,34549

3.397.33 29,946.16 379,368.02  386,956.30

51672013 33,346.40

2__BH6/2001 3334549 4,846.37 2640012 555,400.35 _ 566,508.30
3 HinS2011 33,345.40 4,600.82 28,735.67 526,604.68 537,197,067
4 2/16/2012 33,345.49 4,371.32 28,974.17 497.690.61 50764432
5 __5HiB/2012 3334549 4,130.63 20,214.66 40847586  477.846.37
6 _ 8liB/2042 33,34540 3,888.35 28467, 14 43901871  447,700.08
, :

8

2

3.148.7¢ 30,198.73 2340,172.19  365,155.63

B/1672013 33,3454¢

il
foel

2,898.13 30,447.36 318,724.83  326,080.33

11672013 33,345.49

2,645.42 30,700.07 208,024.7¢ _ 203,785.2¢

12 2672004 33,315.49

2,320.61 30,054.88 26706088 206221128

15 BHGI2014 3334549 213308 31,211,681 22585807  230,376.23
14 8162014 33,34549 1.874.62 3147087 194,567.20  198,274.04
16 13/36/2014 33,3456.49 161341 3178208 162,655.12 105,808.22
i6 21612015 33,345.40 1,350.04 31,905.45 130,656.67  133,272.80
A7 5162015 33,345.49 1,084 .48 32,261.01 98,398.66__ 100,366.63
18 8162015 33,34540 816.71 32,528.78 65,869.88 §7,187.28
19 111182016 33,34549 546.72 32,798.77 33,0011 33,732,563
20 2162010 33,345.49 274,38 33,0711 .00
%:il‘tgg 866,000.80 5474580 §12,104.00

State of Michigan, Department of
Technology, Management and Budgs,
as Lessee

By:WEw /&MMJZ)

Name: Nw“a\\ﬁ Spah \0/0

Title: %‘m& fuﬁémfz L’é ,ﬂ Mﬁb

PNC Equipment Finance, LLC,
as Lessot

ps ' A
By:Ja/VL,c.QAam"‘ {/ (meaw

Nanie: Sandra Thomas
Title: Assistant Vige President

State of Michigan, Departient of Corrections
as Lessee

NS

Name: 56‘»{ (i (. LU HE ST

44

Title: Pt \L‘W etive ) é potsy” '
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LEASE PAYMENT INSTRUCTIONS

LESSEE NAME: State of Michigan

INVOICE MAILING ADDRESS:
Department of Covrections

Finance
PO Box 30603
Lansing, MI 48949

MMail invoices to the altention oft Chief Accounfant

Approval of Tnvoices required by: N/A

Phone{ __ )} Fax ()

Accounts Payable Contact: Same as above

Phons{___ ) Fax (__)

Processing time for

Invoices: Approval: Checks:

Do you have a Purchase Order Number that you would lile included on the involee? No X Yes
PO#

Do your Purchase order numbers change annuatly? No Yes X at the beginning of every fiscal year,

Processing time for new purchase orders: October I of every year.

LESSEE:

By:

e flebne, PU Zwﬁhﬁ Ohvotir

’ 7

e 2l
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U.S. BANK NATIONAL ASSOCIATION
MONEY MARKET ACCOUNT
DESCRIPTION AND TERMS

The U.S. Bank Money Market account is an U.S, Bank Natlonal Association (“U.8. Bank”) inferest-bearing
time deposlt account designed to meet the needs of U.S, Bank’s Corporate Trust Services Escrow Group
and other Corporate Trust customers of U.S. Bank, Sclection of this investment includes authorization o

place funds on deposit with U.S. Bank.

11.S. Bank uses the daily balance method to calculate interest on this account {actual/365 or 366) by
applying a daily periodic rate to the principal balance in the account each day. Interest is accroed daily and
credited monthly o the account. Interest raies are determined at U.S. Bank's discretion, and may be tiered

based on oustomer deposit amount,

The owner of the account is U.S. Bank as Agent for its trust cusfomers. U.S. Bank’s frust department
performs all account deposits and withdrawals, The deposit account is insured by the Pederal Deposit

Insurance Corporatlon up to $100,000.

AUTOMATIC AUTHORIZATION

In the absence of speeific written direction to the contrary, U.S. Bank is hereby directed 1o invest and
reinvest proceeds and other available moneys In the 11,8, Bank Money Market Account,

el .
State of Michigan, Departiment of Teohnology, W Jﬂa/m,b{lf

Management and Budget Signature of Authorized Directing Party

E % } ; f\f{)fﬁ}ﬁ Pﬂ"!"l!}(?i ‘bii ﬂf’i@f; !H@”‘ i
Trust Aceount Number — includes existing Title/ Dat !
and fuinre sub-acconnts untess otherwise directed

F-2004.1-} MMDA Eff: 4/30/04




ESCROW AGREEMENT

THIS ESCROW AGREEMENT { “Escrow Agreement”) is made as of February 16, 2011 by
and among PNC Equipment Finance, LLC (“Lessor”), State of Michigan, Department of
+ Technology, Management and Budget (“Lessee”) and U.S, BANK NATIONAL ASSOCIATION, as
escrow agent (“Escrow Agent”). Lessor and Lessee have heretofore enfered into that certain
equipment lease; Lease with Option To Purchase Agreement dated as of February 16, 2011 (the
“Lease”) and a Schedule of Property No. 1 thercto dated February 16, 2011 (the “Schedule” the
“Lease”). The Lease contemplates that certain equipment deseribed therein (the “Equipment™)
is to be acquired from Johnson Conirols, Inc. for an energy performance contract (“Vendor”).
After acceptance of the Equipment by Lessee, the Equipment is to be leased by Lessor to Lessee
pursuant to the terms of the Lease.

The Lease further contemplates that Lessor will deposit an amount equal fo the
anticipated aggregate acquisition cost of the Equipment (the “Purchase Price”), being
$612,164.00, with Escrow Agent to be held in escrow and applied on the express terms set forth
herein. Such deposit, fogether with all interest (hereinafter the “Escrow Fund™) is to be applied
to pay the Vendor its invoice cost (a portion of which may, if required, be paid prior to final
acceptance of the Equipment by Lessee); and, if applicable, to reimburse Lessee for progress
payments already made by it to the Vendor of the Equipment.

The partics desire to set forth the terms on which the Escrow Fund is to be created and to
establish the rights and responsibilities of the parties herefo,

Now, THEREFORR, in consideration of the sum of Ten Dollars ($10.00) in hand paid, and
other goed and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties agree as follows:

1. (a) Escrow Agent hereby agrees to serve as escrow agent upon the ferms
and conditions set forth herein. (b) The moneys and investments held in the Escrow Fund are
irrevocably held in trust for the benefit of Lessee and Lessor, and such moneys, together with
any income or interest carned thercon, shall be expended only as provided in this Escrow
Agreement, and shall not be subject to levy or attachment or lien by or for the benefit of any
creditor of either Lessee or Lessor. Lessor, Lessee and Escrow Agent infend that the Escrow
Fund constitufe an escrow account in which Lessee has no legal or equitable right, title or
inferest until satisfaction in full of all conditions contained herein for the disbursement of funds
by the Escrow Agent therefrom. However, if the parties’ intention that Lessec shall have no
legal or equitable right, title or interest uniil all conditions for disbursement are satisfied in full is
not respected in any legal proceeding, the parties hereto intend that Lessor have a security
interest in the Escrow Fund, and such security interest is hereby granted by Lessee to secure
payment to the Lessor of all obligations in accordance with the Lease terms. For such putpose,
Escrow Agent hereby agrees {o act as agent for Lessor in connection with the perfection of such
security interest and agrees to note, or cause to be noted, on all books and records relating to the
Esecrow Fund, the Lessor’s interest therein,

1




2. Onsuch day as is determined to the mutual satisfaction of the pariies (the “Closing
Date™), Lessor shall deposit with Escrow Agent cash in the amount of the Purchase Price, to be
held in escrow by Escrow Agent on the express terms and conditions set forth herein,

On the Closing Date, BEscrow Agent agrees to accept the deposit of the Purchase Price by
Lessor, and further agrees to hold the amount so deposited together with all interest and other
additions received with respect thereto, as the Escrow Fund hereunder, in escrow on the express

terms and conditions set forth herein,

3. TBscrow Agent shall at all times segregate the Escrow Fund info an account
maintained for that express purpose, which shall be clearly identified on the books and records of
Escrow Agent as being held in its capacity as Escrow Agent. Securities and other negotiable
instruments comprising the Escrow Fund from time fo time shall be held or registered in the
name of Bscrow Agent (or its nominee). The Hscrow Fund shall not, to the extent permitted by
applicable law, be subject to levy or attachment or lien by or for the benefit of any creditor of
any of the parties hereto (except with respect to the security interest therein held by Lessor).

4, The cash comprising the Escrow Fund from time to time shall be invested and
reinvested by Bscrow Agent in one or more investments as directed by Lessee in Exhibit 1.
Escrow Agent will use due diligence to collect amounts payable under a check or other
instrament for the payment of money comprising the Escrow Fund and shall promptly notify
Lessee and Lessor in the event of dishonor of payment under any such check or other
instruments.. Interest or other amounts earned and received by Escrow Agent with respect to the
Escrow Fund shall be deposited in and comprise a part of the Escrow Fund.

5. Upon request by Lessee and Lessor, Escrow Agent shall send monthly sfatements of
account to Lessee and Lessor, which statements shall set forth all withdrawals from and inferest
earnings on the Bscrow Fund, as well as the investments in which the Escrow Fund is invested.

6. Escrow Agent shall take the following actions with respect to the Escrow Fund:

(a) Upon Escrow Agent’s acceptance of the deposit of the Purchase Price, an
amount equal to Escrow Agent’s set-up fee, as set forth on BExhibit 2 hereto, shall be
disbursed fiom the Escrow Fund to Escrow Agent in payment of such fee.

“(b) From time to time, Escrow -Agent shall pay to the Vendor of the
Equipment payments then due and payable with respect thereto upon receipt of duly
executed Requisition Request and Certificate of Acceptance form attached as Exhibit 3
hereto, subject to Lessor’s prior written approval of each such Reguisition Request and

Certificate of Acceptance.

(¢)  If an Event of Default or Non-Appropriation Event occurs under the Lease
prior to the Lessee’s acceptance of all the Equipment or to the extent that funds have not
been disbursed from the Escrow Fund within the eightcen-month period identified in the
Lease, fands then on deposit in the Escrow Fund shall be applied to the prepayment of
Rent Payments under the Lease as instructed by Lessor.

-2




() Upon receipt by Escrow Agent of written nofice from Lessor that the
purchase price of the Equipment has been paid in full, Escrow Agent shall apply the then
remaining Escrow Fund, first, to all outstanding fees and expenses incurred by Escrow
Agent in connection herewith as evidenced by its statement forwarded to Lessor and
Lessee, and, second, to Lessor for application against the interest component of Rent
Payments under the Lease as provided therein, unless otherwise agreed by Lessor.

(e) If the Escrow is canceled in accordance with provisions of Section 15,
prior to the Lessee’s acceptance of all the Equipment, or if the Escrow is canceled prior
to the disbursement of all funds from the Escrow Fund, then any Funds in the Escrow
Fund shall be used solely as a prepayment of Rent Payments under the Lease.

7. The fees and expenses, including any legal fees, of Bscrow Agent incurred in
connection herewith shall be the responsibility of Lessee. The basic fees and expenses of -
Escrow Agent shall be as set forth on Exhibit 2 hereto and Bscrow Agent is hereby authorized to
deduct such fees and expenses from the Escrow Fund as and when the same are incurred without
any further authorization from Lessee or Lessor. Escrow Agent may employ legal counsel and
other experts as it deems necessary for advice in connection with its obligations hereunder.
Escrow Agent waives any claim against Lessor with respect to compensation hereunder.

8. EBscrow Agenf shall have no lability for acting upon any written instruction
presented by Lessor in connection with this Escrow Agreement, which Escrow Agent in good
faith believes to be genuine, Furthermore, Escrow Agent shall not be liable for any act or
omission in connection with this Eserow Agreement except for its own negligence, willful
misconduct or bad faith. Escrow Agent shall not be liable for any loss or diminution in value of
the Escrow Fund as a result of the investments made by Escrow Agent.

9. Rscrow Agent may resign at any time by giving thirty (30) days’ prior written notice
to Lessor and Lessee. Lessor may at any time remove Escrow Agent as Escrow Agent under this
Escrow Agreement upon written notice. Such removal or resignation shall be effective on the
date set forth in the applicable notice. Upon the effective date of resignation or removal, Escrow
Agent will transfer the Escrow Fund to the successor Escrow Agent selected by Lessor.

10. This Escrow Agreement and the escrow established hereunder shall terminate upon
receipt by Bscrow Agent of the written notice from Lessor specified in Section 6(c) or
Section 6{d) or Section 6(e) or terminated as provided in Section 15.

11.  In the event of any disagreement between the undersigned or any of them, and/or
any other person, resulting in adverse claims and demands being made in connection with or for
any moneys involved herein or affecied hereby, Escrow Agent shall be entitled at its option fo
refuse to comply with any such claim or demand, so long as such disagreement shall continue,
and in so refusing Escrow Agent may refrain from making any delivery or other disposition of
any moneys involved herein or affected hereby and in so doing Escrow Agent shall not be or
become liable to the undersigned or any of them or to any person or party for its faiture or refusal
to comply with such conflicting or adverse demands, and Escrow Agent shall be entitled to
continue so to refrain and refuse so to act until:

-3-




(a)  therights of the adverse claimants have been finally adjudicated in a court
assuming and having jurisdiction of the partics and the moneys involved hercin or
affected hereby; or

(6)  all differences shall have been adjusted by agreement and Hscrow Agent
shall have been notified thereof in writing signed by all of the persons interested.

12.  All notices (excluding billings and communications in the ordinary cowrse of
business) hereunder shall be in writing, and shall be sufficiently given and served upon the other
party if delivered (a) personally, (b) by United States registered or certified mail, refurn receipt
requested, postage prepaid, (c) by an overnight delivery by a service such as Federal Express or
Express Mail from which written confirmation of overnight delivery is available, or (d) by
facsimile with a confirmation copy by regular United States mail, postage prepaid, addressed to
the other party at ifs respective address stated below the signature of such party ot af such other
address as such party shall from time to time designate in writing to the other party, and shall be
effective from the date of mailing.

13.  This Bscrow Agreement shall inure to the benefit of and shall be binding upon the
parties hereto and their respective successors and assigns, No tighfs or obligations of Escrow
Agent under this Hscrow Agreement may be assigned without the prior written consent of

Lessor,

14, This Escrow Agresment shall be governed by and consirued in accordance with the
laws in the State of Michigan, This Escrow Agreement constitutes the entire agreement between
the parties hereto with respect to the subject matter hereof, and no waiver, consent, modification
or change of terms hereof shall bind any party unless in writing signed by all patties,

15. Statutory Obligations. Subject to the provisions of Section 6(e), Lessee shall
provide written notice to Lessor and Escrow Agent of any of the following; (a) Lessor or any
subcontractor, manufacturer, or supplier of Lessor appears in the register compiled by the
Michigan Department of Labor pursuant to 1980 PA 278, as amended, MCJ, 423.321 et seq.
(Employers Engaging in Unfair Labor Practices Act); (b) Lessor or any subconfractor,
manufacturer, or supplier of Lessor is found lable for discrimination, pursuant to 1976 PA 453,
as amended, MCL 37.2101 et seq (Elliott-Larsen Civil Rights Act) or 1976 PA 220, as amended,
MCL 37.1101 ef seq (Persons With Disabilities Civil Rights Act). The written notice shall
provide Lessor or Escrow Agent, as appropriate, with 30 days to cure its violation of subsections
(a) or (b) above to the satisfaction of Lessce. If the Lessor and if appropriate, Escrow Agent, are
unable to cure the violations of subsections (a) or (b), then at that time Lessee shall be entitled fo,
at its option, cancel this Escrow Agreement. .




TN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be duly
executed as of the day and year first above set forth.

PNC Equipment Finance, LLC, as Lessor

- o
By E\)‘f@\"kﬁﬂft"’*ﬁ 6 a@vm by
Name: _____ gandea Thomas———
Title: Assistant Vice_Prasid

Address: 995 Dalton Avenue
Cincinnati, OH 45203

State of Michigan, Department of Technology,
Management and Budget, as Lessee

By “Y]ilalcr AZ/W%

Name: _Mplalie Span 0/2

Title: _ff=f e 7t
Address: 530 West Allegan
Lansing, MI 48933

State of Michigan, Department of Corrections,

as Lessee &
\

Name: 5 ¢ye Y L lickimey—
Title: ﬁ(‘lﬁ%ﬁ NS a7 Al 5{%{:& foy

U.S. BANK NATIONAL ASSOCIATION, as Escrow
Agent

By

Name:
Title:

Address: 10 W. Broad St., 12" Floor
CN OH BD12
Columbus, OH 43215




IixaieiT 1
INVESTMENT DIRECTION LETTER

.S, Bank National Association
10 V. Broad Street, 12" Floor
CN OH BD12
Columbus, OH 43215
Re: Escrow Agreement dated as of February, 16, 2011
among PNCEE, LLC, dba PNC Equipment Finance, as Lessor,

$tate of Michigan, Depariment of Technology, Management and Budget, as Lessee, and
U.S. Bank National Association, as Escrow Agent

Ladics and Gentlemen:

Pursuant to the above-referenced Bscrow Agrecment, $612,164.00 will be deposited in ¢scrow with you on or
about Noveniber 18, 2010, Such funds shall be invested in one or more of the following quatified investments in the

amounts indicated:

AMOUNT OF
PLEASE CHECK DESIRED QUALIFIED INVESTMENTS! INVESTMERT
1. D Direct general abligations of the United States of America; 3
o B Obligations — the timely payment of the principal of and 8
interest on which is fully and unconditionally guaranteed by
the United States of America;
3. D General obligations of the agencies and instrumentalitiesof  §
the United States of America acceptable to Lessor;
4. X Money market funds whose investment parameters larget $612,164.00

investments in securities as described above,

IF NONE OF THE ABOVE BOXES ARE CIIECKED, INVESTMENT SWALL DE MADE IN MONEY MARKET
FUNDS AS DESCRIBED 1§ THE FOURTH CATEGORY ABOVE, UNTIL LESSEE DIRECTS OTHERWISE,
Very {ruly yours,

STATE OF MICHIGAN, DEFARTMENT OF TECHNOLOGY, .
IANAGEMENT AND BUDGET, AS LESSEE

By: -
Name: /&/ W‘% 4
Title: %y\% ,ZE%M% L r e cn




EXnisIT2

TSCROW AGENT FEES AND EXPENSES

SEr-Ur FRES

N/A waived by Lessor - payable from the Escrow Fund upon acceptance of escrow
deposit,

BXPENSES

Any and all out-of-pocket expenses incurred by Escrow Agent will be the responsibility
of Lessee and paid from the Escrow Fund, :




IExaipiT 3

REQUISITION REQUEST AND CERTIFICATE OF ACCEPTANCE NO,
(to be submitted with each requisition request for payment to the vendor)

m(I'~

(\’) FINAL REQUISITION REQUEST AND CERTIFICATE OF ACCDPTANCE
(to be submitted with the final » -equisition request upon acceptance of tie FEquipment)
The Escmw Agent is hereby requested to pay ﬂom the Escrow Fund es(abhshed an: mtamectundex that

PNC Equipment Finance, LL.C (the “Lessor ”), Statc of Michigan, Depa1tment of Techit
Management and Budget (the “Lessee”), and U.S. Bank National Assocjdtion (the “Ziscr aw,
the amount set forth below to the named payee(s). The amount showpi§idue and payabie undi s
puichase order or contract (or has been paid by and not previously reim d to Lessee) Yyith 15 pect to
equipment being leased under that certain Lease With Option To:Rijichase Agteement dated as of
Februaty 16, 2011 (the “Lease ™) and Lease Schedule 143 55_5000 theieto, }
“Schedule” and, together with the terms and conditions of thé:Egase 111;291 pmated
and between the Lessor and the Lessee, and has not fmnied the b3

"), by

PAYEE

Total requisition amount $:

The undersigned, as Lessee i gase herq }‘?::Acertiﬁes:

1, The items« ihe Equxpme ihs such féfm is defined in the Lease, fully and accurately described
on the Equipment L;st attaqhed hereto héye been delivered and installed at the location(s) set forth therein.

2, xists for the. Equlpment which need is not temporary or expected to diminish in
the near fyfiwe. The Equi entf .sﬁentlal to and will be used by the Lessee only for the purpose of
performigig one or more governmental fanctions of Lessee consistent with the permissible scope of Lessee’s

auth_?u

e esttmated useful life of the Equipment based upon the manufacturer’s representations and
yected nceds is not less than the Lease Term of lease with respect to the Equipment.

3
the Lessee’

4, 'The ee has conducted such inspection and/or testing of the Equipment as it deems necessary
and appropriate ahd hereby acknowledges that it accepts the Equipment for all purposes as of the date of this

Certificate,

5. The Equipment is covered by insurance in the types and amounts required by the Lease.




6, No Event of Defauli or Non-Appropriation Event, as each such tesm is defined in the Lease, and
no event which with the giving of notice or lapse of time, or both, would become such an Event of Default or
Non-Appropriation Event has oceurred and is continuing on the date hereof,

7. Sufficient funds have been appropriated by the Lessee for the payment of all Rent Payments due
under the Lease during Lessee’s current fiscal year,

purchase orders, contracls and specificatioft;
“as-is, where-is”; and (d) the Lessee waives a

If Lessee paid an invoice prior toithe, commencemeﬁt date of the Lease and is requesting reimbursement for
such payment, also attach a copy ofi¢vidence of such payment together with a copy of Lessee’s Declaration of
Official Intent and other evidence that Less sansﬁed the requirements for reimbursement set forth in

Treas. Reg. §1.150-2.

Acceptance Date:

State of Michigan, Depariment of Technology, Management
and Budget
as Lessee

By
Naine:
Title;

Date:




State of Michigan, Department of Correction,
us Lessee

By
Name:
Title:
Date:

PNC Equipment Finance, LLC
as Lessor

By:

Title:
Date:




LEASE ESCROW ADDENDUM
Dated As of Pebruary 16,2011

Lease with Option to Purchase No, Dated February 16, 2011

Losses: State of Michigan

Referchee is made to the above Lease with Option to Purchase (“Lease”) by and between PNC
Equipmont Finance, LLC (“Lessor”) and the above lessee (“Lessee™). ‘This Addendum amends and
modifies the terms and conditions of the Lease and is hereby made a part of the Lease. Unless
otherwise dofined hereln, capitalized terms defined in the Loase shall have the same meaning when

used hereln.

NOW, THEREFORE, as patt of the valuablo consideration to induce the execution of the
1.ease, Lessor and Lessee hereby agree to amend the Lease as follows:

[, Escrow Agreement” moans the Bscrow Agteemont relating to a Leaso, dafed the
Commencement Date under such Lease among Lessor, Lessee and the escrow agent theroln
identified, with respect to the Escrow Fund established and to be administered thereunder.
wEsorow Fund” means the fund of that name established pursuant to an Escrow Agreement.

9. Lesseo and Lessot together with a mutually acceptable escrow agent agree to enter into an
escrow agreement (Escrow Agreement”) ostablishing a fund (“Bquipmont Acquisition Fund”)
from whicl the Purchase Price of the Hquipment wilt be paid. The toris andl conditions of the
Esorow Agreoment shall be satisfactory In form and substance, to Lessor and Lessee,

3, In order to provide financing to pay the costs fo acquire and Install the Equipment ("“Totel
Amount Financed”) as described In a Lease, Lessor and Lessco hereby agres to exeonte and
deliver an Escrow Agreemont relating to such Lease on the date on which the funding
conditions for such Lease are satisfied, If Lossce signs and dolivers a Lease and an Escrow
Agreement and if all funding conditions fave been satisfied in full, then Lessor will deposit or
cause to be deposited Into an Bsorow Fund under the related Escrow Agreentent an amount
(which may Include esthmated Investment carnings thereon) equal to the Purchase Price for the
Equipment fo be financed uader the related Lease, B

4. Lesseo shall, at its sole expense, arange for the transportation, delfivery and installafion of all
Bquipment fo the focation specified in the Lease (*“Location”) by Equipment suppliors
(“Suppliers") sclected by Lessee, Lossee shall accept Equipment for purposes of the- rolated
Lease as soon as it has been delivered and is operational, T.ossee shall evidence its acceptance
of any Equipment by signing and delivering to Lessor a Certificate of Accoptance in the form
and mannet required by the applicable Esorow Agreoment,

5. If a Non-Appropriation Bvent or an Event of Default oseuis prior to Lesseo’s acoeptanoe of all
the Bqulpment under the related Lease, the amount then on deposit in the Esorow Pund shall be
applied to prepay the unpald principal component of the Rent Payments in whole on the first
business day of the month next succeeding the ooourrence of either such Bvent plus acorved
infetest to the prepayment date; provided, however, that the smount to be prepaid by Lessee
putsuant to this Section 5 shall first be pald from moneys in the rolated Bsorow Fund and then
from Legally Available Funds and other moneys available for such ptiepose as a result of the

1




9!

exeroise by Lessor of Its rights and remedies under the related Lease. Any funds on deposit in
the Rscrow Fund on the prepayment date desoribed in this Seetion 5 In excoss of the unpaid
princlpal component of the Rent Payments to be propaid plus acotued Interest thereon fo the

prepayment date shall be paid promptly to Lessee. .

To the extent that Lossee has not accepted Homs of Equipment before the sighteen-month
anniversary of the Commencement Date identified on the related Lease, the amount then on
deposit in the related Escrow Fund shall be applied to prepay the unpaid prinelpal component
of the Rent Payments in part, in inverse order of Rent Payments, on the first business day of the
next month plus acerued interest fo the propayment date; provided, however, that the amount to
be prepald by Lessee pursuant to this Section 6 shall fitst be paid from moneys in the related
Escrow Fund and thon from Legaily Available Funds, Notwithstanding any such pattial
prepayment, tho related Lease shall remain In full force and effeot with respect to the portion of
the Bquipment accepied by Lossee during such elghteon-month period, and the pottion of the
principal component of Rent Payments remaining unpaid after such prepayment plus accrued
interest theroon shall remaln payable In accordance with the terms of the related Lease. Upon
Lessor’s request, Lesseo shall execute an amendment to the related Payment Lease that refleets

tho change to the Rent Payments as a result of such partial prepayment,

At Lessor's request, Losses shall join Lessor in executing any necessary of appropriate
Financing Statements indicating its obligation under the Lease. Notwithstanding this Section 7,
the provisions of Section 1 of the.Eserow Agresment remain in force,

The Lease Tetm of the Lease shall commence on the earlier of the date specificd in the
Payment Schedule to the Lease or the date of Lossor's deposit of funds Info the Equipment
Acquisition Fund, Notwithstanding fhe statements regarding delivery and acceplance of the
Equipment In the Lease, the pattics acknowledge that the Bquipment will be delivered or

Installed as provided in the Bserow Agreement,

The dofivery of documenis an the satisfaction of any other conditions required by the Escrow
Agteoment or this Addendum shafl be additional Funding Conditlons for the Lease,

10. Upon Lessee’s oxeoution of the Escrow Agreenient, Lessee hereby ropresents fo Lessor that:

(8) Lesseo has full power, authority and legal tight to exeoulo and doliver the Esorow
Agreement and to perforn lts obligations under the Bscrow Agreement, and all such aotions
have been duly anthorized by appropriate findings and actions of Lessee’s governing body;

(b) the Bserow Agreement has been duly oxeounted and delivered by Lessee and
constitutes a legal, valid and binding obligations of Lesses, enforoeable in accordance with lts

terms; and

(c) the Bscrow Agreoment is authorlzed under, and the authorization, execution and
delivety of the Bscrow Agteemont complles with, all applicable foderal, state and local laws
and regulations (including, but not limited to, all open meeting, public bidding and public
investment (laws) and all applicable judgments and coust orders.

11, The opinion of Lessce’s legal counsol will include the following statements;

s+ Lossce is one of the principal state departments of the State of Michigan,
2



o Lessee has the requisite power and authotlty fo: lease; to acquire the Equipment with an
optlon to purchase; to execute and deliver the Lease, and to petform its obligations

under the Lease, :

» The Loasc has been duly authorized, exceuted, and delivered by and on behalf of
Lessee; the Lease is a valid and binding obligation of Lessee; and enforceable in

accordance with its ferms,

+ To the best of my knowledge, the authorization, exsoutton, and dellvery of the Lease
and all other proceedings of Lessee refating to the Lease transaction have been
porformed in accordance with open meetings, public bidding and all other applicable

state ot federal laws,

¢+ The peison signing the Lease for the State of Michigan Is a duly authorized
tepresentative of Lessee pursuant to 1984 PA 431,

12. Tt shall be an additionn! event of default under the Lease if Jessoe fails to pay or perform any of
Its obligations under ihe Bserow Agreemont or this Addendum or If any of the representations
of Lesseo In tho Eserow Agreement or this Addendum prove to be false, misleading ov

ertoneous in any material respect,

Except as oxprossly amonded by this Addendum and other modifications signed by Lessor, the
Lease remains unchanged and in full force and effect,

IN WITNESS WHEREOF, the partics horeto have execufed this Addendum as of the date fivst
referenced above,

State of Michigan, Dopartment of Techuiology, State of Michigan, Department of Carrections,

Management and Budget, ag Lessce as }eAs? & i
iy =
ny Yt JJAWWS/O By 5. A L

, Name; #av ‘y { o biner—
ZA( Title: el visiafiva ngé  Qaw”

Nameo: N\ tvke
Title: Aedne

PNC Equipment Financs, LLC

as Lessor \
- o C
By é}@i_,.‘-v‘\,ﬁ CQ,{,__ € / (W Vel L4 L
Name: Sandra. Yhomas

Title: __ Agslgtant Vige Prosident




Information Return for Tax-Exempt Governmental Obligations
Form 8038-6 p g

» Under Internal Revenue Code section 149(e) OMB No. 1645-0720
{Rev. May 2010) > See separate instructions,
Pepariment of the reasury Caution: If the Issue price fs under 100,000, use Form 8(38-GC.
G280 Reporting Authority If Amended Return, check here » []
1 Issver's name 2 Jssuer's employer identification number (EIN)
38 | 6000134
3 Number and stroet (or P.O. box if malt Is not delivered to streat address) Roomfsulte 4 Report number (For IRS Use Only)
State of Michigan Department of Technofogy Management and Budget 5
& City, town, or post office, slate, and ZIP code 6 Dafe of issus

530 W. Allegan
7 Name of Issue

Energy Performance Confract Equipment Purchased from 07180200357
8 Name and tifle of officer of the issuer or other person whorn the IRS may call for more information 10 Telephone number of officer or otirer persen

8 CUSIP number

Brenda Sprunger, Frocurement Technician { 5i7 ) 241-0920
Type of Issue (enter the issue price) Ses instructions and attach schedule
11 EQUeation . . . . v . e e e e e e e e e 11
12 Healthand hospital . . . . . . . . + « 4+ =« 4 e 4o 12
13 Transportation. . . . . . . . . o . 0 e e e s 13
14 Publcsafely . . . . . Ce 14
i5  Envlronment {ncluding sewage bonds) 15
T8 HOUSING . » » « v v v v e e e n e e e e e e e e e e e e e 16
17 Ulliities . . . 17
18 Other. Descﬂbep Energy Performance ‘Contract Equipment Purchased from 071B0200357 612, 164 00
19  If obligations are TANs or RANs, checkonlybox 182 . . . . . . . . . . . e
if obligations are BANs, check only box 18b . . . . A A
20 If obligations are [n the form of a leasa or Installment sale, check box DR 74

Description of Obligatlons. Complete for the entire issue for which this form Is belngnilled

{a) Final matudty date () tssve price Rt ity {e) Vield
21 02/16{2016 $ 612,164.00] $ 2.693678043 vears 3.32 %
Uses of Proceeds of Bond Issue (including underwriters’ discount)

22 Proceeds used for acorued Interest. . . . N/A

23 Issue price of entire Issue (enter amount from line 21, column (b)) e e e e e 612,164} 00

24 Procesds used for bond issuance costs (including undenwriters' discouni) . 124 N/A

25 Proceeds used for credit enhancement . 25 NIA

26 Procesds allocated to reasonably required reserve or replacement fund . 26 NA

27 Procesds used to currently refund prior lssues , . . . . . . . 27 NIA

28 Proceeds used to advance refund prior lssues . 28 N/A

20 Total (add lines 24 through 28) . NIA

30 Nonrefunding proceeds of the issue (subtract Hne 29 from line 23 and enter amount here) 612,164¢ 00

Description of Refunded Bonds {Complete this part only for refunding bonds.)

81  Enter the remalning weighted average maturity of the bonds to be currently refunded. . . W ::ﬁ years
years

32  Enter the romaining weightad average maturity of the bonds to be advance refunded . . . »
33  Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) | > N/A
34 Enter the date(s) the refunded bonds were issued - (MMWDDAYYY) N/A

For Privacy Act and Paperwork Reduction Act Notice, see separate instructions.  Cat. No. 637735 Form B038-G (Rev. 5-2010)




Page 2

Form 8038-G {Rev, 5-2010}

Llsul  Miscellaneous
35 Fater the amount of the state volume cap allocated to the lssue under section 141{b)(5) . 0] 00
36a Enter the amount of gross proceeds Invested or to bs Invested in a guaranteed investment contract
{GIC) (see Instructions)y . . . . . . . e e e e e 0{ o0
b Enter the final maturity date of the GIC »
37 Pooled financings: a Procesds of this issue that are to be used to make loans to other ol oo

governmentalunits . ., , ., .

-

the proceeds of

b I this lssue Is a loan made from
{ssuer and the date of the Issue M

38 If tho issuer has deslgnated the Issue under section 265{L)(3)(B)I)HI) (small Issuer exception), check box . e
30 If the Issuer has elected to pay a penalty In lfleu of arbitrage rebate, check box . . . . . . . . . e
40 If the lssuer has identifled @ hedge, checkbox ., . . . . . . . . . . « + . « . o . o . 0

Under penalties of parjury, 1 declare that | have examined thls relurn and accompanying schedules and statements, and lo the best of my knowledge
Signhature and bellef, they are trus, correct, and completo, | furdher declare that 1 consent to the IRS's disclosure of the issuer’s return information, as necessary
and fo process this relu}, {o the person that [ have aulhorized above. ﬂ/ ﬂ/ [\ag
Consent } C}?W . .ﬂ/l/’/”% L};L{) [ { Md,hg%mﬂ 12/ F ﬂg}’l‘/) #RVE Z

Slgnature of Issver's aufhorized representative Date Type or print name and fitle
ors SSN or PTIN

Paid ;Le,%%er’;s} Date Check If e Preparers or
Preparer'si - Se[f'e":: . ;
Use Only | yours i seif-employed), ) :

gddfe.ss. and ZIP oy:gg Phona nio. { }

Form 8038-G (Rov. 5-2010)




